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ARGENTINA. The stock market decline in June largely reflected foreign investor concerns over
market instability in Mexico and Brazil. The trend continued into July with the announcement of
a tax on Argentine corporations on public and corporate bond earnings. By mid-July, the market
began to recover, mainly the result of trading by foreign institutional buyers. The recovery proved
short-lived, however, with the overnight increase in interest rates from 19% to 30%. Last week the
market average dropped by 9.6%. Between June 29 and July 24, the accumulated decline was 16.8%,
with average daily trading down from US$105.6 million to US$73.9 million. BRAZIL. Last week the
Sao Paulo and Rio de Janeiro exchanges declined by 19.4% amid rumors that the congressional
committee investigating corruption allegations had sufficient evidence to implicate President
Fernando Collor. Speculation that the president may face impeachment proceedings halted the
sharp recovery underway in the first two weeks of July when the markets gained 39% in real dollar
terms, thereby wiping out June's losses. In the June 29-July 24 period, the market registered an
overall 6.2% gain. CHILE. Trading activity on the Chilean stock market continued at low levels
during July, with weekly movements in stock prices ranging from +0.7% to -1.1%. After increasing
to US$8.7 million in early July, average daily trading hovered around US$5.2 million for the rest
of the month. The market has gained just 0.4% over the last four months, with the accumulated
gain since Jan. 1 at 24.7%. COLOMBIA. Maria Elena Carrion, of the London-based Latin American
Securities, said the recent escape from prison of Medellin cartel leader Pablo Escobar, is "unlikely"
to have a significant impact on the stock market. According to Carrion, "The Colombian stock
market is dominated by local investors who are used to such disturbances." The Colombian market
has maintained an upward trend, reflecting negative real interest rates offered by fixed income
investments. The 90-day deposit rate currently stands at 20 to 22%, while inflation for the year is
forecast at 24 to 26%. Despite widespread electricity rationing, the industrial sector is relatively
buoyant. According to a recent government survey, two-thirds of respondent companies reported
output expansion over the second quarter, with reductions reported by only 20% of the sample.
Given the rapid increase in stock prices over the past two months, some market correction was
anticipated. The correction came last week when the IBONED index fell by 5.4%, and the market
was subjected to profit-taking. Nevertheless, analysts expect a resumption of the upward trend.
The market gained 15.9% over the June 29-July 24 period on lower trading volume, and 18.2% since
Jan. 1. After rising to US$10 million in the last week of June, average daily trading volume declined
to US$2.3 million in the first week of July, recovering slowly to US$5.5 million last week. MEXICO.
The 3.1% surge on the Mexican stock market on July 16 after news that Ross Perot had withdrawn
from the US presidential race proved to be transitory. The market immediately fell back amid
investor concern over higher interest rates, lower growth projections, and uncertain outlooks for
the US economy and the world market. Last month, the Mexican exchange (BMV) declined by 12%.
Nevertheless, the market recovered in mid-July alongside optimism over successful conclusion of
the North American Free Trade Agreement (NAFTA). The BMV registered a 4.3% gain between June
29 and July 24, and 12.2% since Jan. 1. VENEZUELA. Market decline was reversed somewhat over
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the past two weeks a response in part to heavy buying pressure for Electricidad de Caracas shares.
Company stock prices rose by about 30% over the same period. Increased trading followed news
that the government may lift an electricity rate freeze imposed soon after the February coup attempt.
For the June 29-July 24 period, the Venezuelan market recorded an overall decline of 0.4%. Since Jan.
1, the market has lost 26.5% of value. (Source: Inter Press Service, 07/27/92)
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